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KEY ECONOMIC INDICATORS 
In millions of U.S. dollars unless noted 


1985 1986 1988 
Projections 
Domestic Economy 

Population (millions) 3.6 wal 3.8 3.9 
Population growth (%) 2.9 2.9 2.9 2.9 
GDP in current dollars 486 518 551 546 
Per capita GDP, current dollars 130 135 140 140 

GDP in local currency (Kip) 17745 18632 20542 
% change : 8.2 5.0 5.0 5.0 
Consumer Price Index % change 65 100 25 10 


Production and Employment 
Labor force (1,000s) 1735 1800 1870 
Unemployment (avg. % for year) 19.0 17.0 15.0 
Industrial production (local N/A N/A N/A 
currency base 1982=100) % change 
Govt. oper. deficit as % of GDP 3:2 N/A N/A 


Balance of Payments 
Exports (F.0.B.) 47.0 35.0 
Imports (C.I.F.) 195.0 195.0 
Trade balance -148.0 -160.0 
Current-account balance - N/A N/A 
Foreign direct investment (new) NIL NIL 
Foreign debt (year end) 445 450 
Debt-service paid 18 18 
Debt-service owed N/A N/A 
Debt-service ratio as % of 
merchandise exports 38 51 
Foreign exchange reserves (year end) 16.0 15 
Average exchange rate for year 
(X = U.S. $1.00) K200 


Foreign Investment 
Total (cumulative) 


U.S. (cumulative) 
U.S. share (%) 


U.S.-LAO Trade (Sthousands) 

U.S. exports to Laos (F.A.S.) 241 250 

U.S. imports from Laos (C.I.F.) 456 500 

Trade balance 

U.S. share of Lao exports (%) BELOW ONE PERCENT 

U.S. share of Lao imports (%) BELOW ONE PERCENT 

U.S. bilateral aid 
Economic NIL NIL NIL NIL 
Military NIL NIL NIL NIL 


Principal U.S. exports (1985): machinery spare parts, construction equipment 


Principal U.S. imports (1985): wood products, agricultural products 


Sources: World Bank, Asian Development Bank, Embassy Price Surveys and Estimates 





Summary 


Laos is a least-developed, landlocked country with a 
population of just over 3.5 miilion. It is ailied closely with 
the Soviet Union and Vietnam, has a mainly agrarian economy, 
and relies heavily on toreign aid for economic survival. Its 
main exports are hydroelectricity and forest products. 


Laos is currently experimenting with economic reforms 
Which may open its economy more to market forces and to trade 
with the West. How successful these reforms will be is open to 
question, but they do seem to present an opportunity for U.S. 
business which did not exist in the recent past. As the 
falling dollar makes U.S. goods and services more competitive, 
U.S. firms will discover more opportunities and likely meet 
with more success as they bid on development bank and United 
Nations-funded development projects in Laos in coming years. 


Best prospects for U.S. firms include provision of 
engineering consulting services and supply of heavy equipment 
to development projects. 





Current Economic Situation and Trends 


Laos is one of the worid's poorest countries, with an 
estimated 1987 gross domestic product per capita of $140. Laos 
is landlocked and contains oniy the beginnings of an 
infrastructure. There are no railroads, the road network is 
rudimentary, internal and externai telecommunications are 
difficult at best, and only a small portion of the country has 
dependable electricity. Subsistence agriculture is the main 
occupation of most Lao. 


For the foreseeable future, Laos will continue to depend 
upon foreign aid for its economic survival. Presently, a number 
of donors, principally the Soviet Union, Japan, Sweden and 
Australia, plus the United Nations, provide over $150 million 
per year in development assistance. There is no U.S. bilateral 
assistance program for Laos at this time. The World Bank, 
Asian Development Bank, and United Nations finance projects in 
Laos and hope to begin looking beyond basic infrastructure and 
agricultural development towards eventual industrial 
development projects. 


How likely they are to succeed depends in large measure 
upon the new directions in which Lao government economic 
planning is moving. Laos is closely allied with the Soviet 
Union and Vietnam and looks to them for ideas about economic 
reforms. At present the Lao government is working to implement 
what it calls the "new economic management mechanism (NEM) ," 
which aims to improve economic efficiency by decentralizing 
decisionmaking and relying more on market incentives than 
before. In many respects, the NEM seems to resemble the Soviet 
Union's perestroika (restructuring) policy. Nevertheless, 
although the broad outlines of the Lao plan are clear, the 
actual application of the NEM to specific situations is only 
being slowly spelled out. 


Economic growth in Laos has recently shown signs of 
improvement, at least partly as a result of the NEM, but seems 
to be mostly concentrated in trade. There is some evidence of 
a limited increase in industrial production. Inflation, which 
was close to 100 percent per year as recently as 1985-86, fell 
to an estimated15 percent or less in 1987. 


Looking ahead, foreign debt could prove to be a growing 
problem for Laos through the end of this decade and into the 
1990s. Most of Laos's debt is owed to socialist countries, 
principally the Soviet Union. Although little is known about 
the terms for repayment of this debt, estimated payments, 





combined with known repayment schedules for development bank 
loans, indicate that debt service could consume well over half 
of Laos's export earnings in the late 1980s. 


Export earnings, moreover, seem set for a period of 
relative stagnation. The country's principal source of foreign 
exchange is and wili remain sales of electricity to Thailand. 
Falling energy prices, however, have cut the amount which Laos 
earns from its sales by 25 percent. The second-largest foreign 
exchange earner, exports of forest products, may also not bring 
in as much as in past years if new government directives 
limiting sales of logs are carried out. Indications are that 
the government will make exceptions to the log export ban, but 
even partial enforcement will cut revenues further. 


Implications for the United States 


U.S. companies interested in Laos would do well to 
concentrate on supplying development projects funded by the 
World Bank, Asian Development Bank, and the United Nations. 
Lack of foreign currency and the small size of the market in 
Laos make other types of transactions problematic. The decline 
of the dollar relative to other foreign currencies has put U.S. 
suppliers in a better competitive position throughout Southeast 
Asia and seems likely to result in increasing sales or U.S. 
goods and services to Laos in 1988 and 1989. 


One area where U.S. firms should do weil is in the 
provision of engineering consulting services for development 
projects. A number of firms have already expressed interest in 
several development bank or United Nations-funded projects in 
Laos, and more will undoubtedly come up during 1988 and 1989. 
Another area where U.S. firms have recently come in with low 
bids is in the supply of trucks and heavy equipment to 
development projects. 


Road building and rehabilitation, construction of a new 
hydroelectric dam in southern Laos, agricultural development in 
various parts of the country, oil exploration, and development 
of mineral resources are some of the most important projects 
underway or in planning stages where U.S. firms could become 
involved. Firms interested in these or other projects should 
keep in close touch with development bank or United Nations 
offices regarding progress of consultant hiring and tenders. 


At present Laos has no formal policy regarding foreign 
investment. There is no constitution, no body of written law 
other than Council of Ministers’ Decrees, and no investment 





code. Such limited investments as do exist seem to be arranged 
on a case-by-case basis by the foreign businessperson, the Lao 
businessperson, and government officials. There apparently is 


no uniform treatment of foreign investment by the government. 
Vietnam has recently promulgated an investment code, and there 
is speculation that Laos may soon do the same, although the 
issue does not appear to be a top government priority. 
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Wouldn’t it be nice to have a 
Washington staff to keep you 
up-to-date on all you need to 
know to steer your exporting 
business on the fast track to 
success? 

Have the next best thing. Have 
BUSINESS AMERICA, our 
biweekly business magazine 
designed especially for firms like 
yours—American exporters who 


want to grow, and American 
businesses ready to enter the 
lucrative world of exporting. 
BUSINESS AMERICA is 
more than a magazine. It’s 
virtually an exporter’s service. 
We give you country-by-coun- 
try marketing reports, incisive 
economic analysis, worldwide 
trade leads, advance notice of 
planned exhibitions of U.S. prod- 
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~ Your Staff in Washin 


ucts worldwide, and success sto- 
ries of firms like yours. We’ll 
keep you posted on what’s hap- 
pening in government and on 
Capitol Hill that could affect 
your business and your profits. 
A subscription to BUSINESS 
AMERICA will put our export- 
ing experts at your fingertips— 
we give the phone numbers of 
our authors in every issue so you 
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can call with your specific ques- 
tions, and get the answers you 
need to make savvy exporting 
decisions. 


Put BUSINESS AMERICA to 
work for you. Use the order form 
below to start your subscription 
today. 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 
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Mail to: Superintendent of Documents, U.S. Government Printing Office, 
Washington, D.C. 20402 


L1Yes! 


Name 


I want to put BUSINESS AMERICA to work for me. Send me the 
next 26 issues (one year) for only $57 ($71.25 foreign). 


O 


La Charge my VISA or MasterCard No. 
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(Signature) 


Here’s my check made out to the Super- 
intendent of Documents. 
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